
Signage Condominium Units: The Next Frontier

As the cost of developing ground-up buildings in New York City continues to increase, an interesting dynamic has emerged. 
For one, owners are compelled to be more creative in extracting value from every square foot of their asset. At the same time, 
outside investors and lenders have been itching at the chance to jump into the market in creative ways as a hedge against 
their other exposures. In this climate, one of the next frontiers appears to be maximizing value from signage—specifically, 
creating a separate signage condominium. Separating an office building into one or more office and retail condominiums and 
then separately selling off the retail condominium portion is something that happens very frequently. By creating a signage 
condominium unit, owners in Times Square and other prime areas would get value for a type of asset that is a huge value-add 
at the location and, at the same time, may be able to attract a different type of investor or lender for whom this is the perfect 
play. For more information on the practicalities of structuring a signage condominium in order to conform to New York’s 
requirements for condominium offering plans, please feel free to contact Shane.

Eric Cantor Loss Puts the Future of the Terrorism Risk  
Insurance Act at Risk

As we discussed in our March Real Estate Bulletin, the Terrorism Risk Insurance Act, a post-9/11 federal program that 
subsidizes insurers if an act of terrorism leads to exceptional damages on a property, is set to expire at the end of 2014. 
Unfortunately, the loss of Eric Cantor, one of the Act’s biggest proponents, in the Republican House primary, may derail the 
extension of this legislation that is so critical to owners and, ultimately, tenants, who bear the cost of additional operating 
expenses, in New York and in other cities that are high risk targets for terrorism attacks. If the Act is not reauthorized in its 
current form (the House Financial Services Committee has passed legislation that would gradually increase the $100 million 
trigger cap to $500 million), the cost of insurance can be expected to skyrocket because fewer insurers will offer the coverage. 
Generally, loan covenants will not relieve borrowers of the obligation to maintain terrorism coverage simply because the cost 
has gone up. Rather, the borrower will just have to pay more—likely much more—on January 1, 2015 for the same coverage 
it had on December 31, 2014. Owners and borrowers in New York already contend with the increased cost of land and 
construction; an increase in the cost of insurance could therefore have significant consequences for the real estate sector as  
a whole.

For 25 years, our firm has been entrenched in the real estate market—both on the transactional 
side, as well as in the resolution of disputes. We strive to leverage that sharp focus for the benefit of 
our clients and friends in this bi-monthly newsletter. Please feel free to contact us if there is a topic 
you’d like to see us cover, or if you’d like more information on anything we’ve addressed here.

Ingram Yuzek

Real estate BulletIn

Ingram Yuzek REAL 

ESTATE 

BULLETIN

Ingram Yuzek
REAL ESTATE BULLETIN

Ingram Yuzek

Ingram Yuzek
REAL ESTATE BULLETIN

REAL ESTATE BULLETIN

Ingram Yuzek REAL ESTATE BULLETIN

Ingram Yuzek Real Estate Bulletin

PaGe 1 Ingram Yuzek Gainen Carroll & Bertolotti, llP  250 Park avenue, 6th Floor new York, new York 10177  t:212-907-9600  F:212-907-9681

July 2014

http://therealdeal.com/blog/2014/06/11/carlyle-capstone-mulling-signage-only-condo-at-570-seventh-ave/
mailto:soneill@ingramllp.com
http://www.ingramllp.com/images/custom/newsletterPDF/Ingram_Yuzek_Real_Estate_Bulletin-March_2014.pdf
http://www.npr.org/2014/07/03/327045499/an-uncertain-future-of-the-u-s-terrorism-insurance-program
http://www.npr.org/2014/07/03/327045499/an-uncertain-future-of-the-u-s-terrorism-insurance-program


Market Report: 2nd Quarter Leasing Inspires Cautious Optimism

June’s job numbers released by the Department of Labor and the flurry of activity in office leasing by tenants in the TAMI 
(Technology, Advertising, Media and Information) sector meant that New York City had a robust second quarter of office 
leasing. According to the federal jobs report, more than 90,000 jobs were added in the “office using employment” category  
and many of them were in the TAMI sector. In addition, a report published by CBRE shows that the vacancy rate decreased  
by 30 basis points in the second quarter as compared to 10 basis points in the first quarter.  

While, indeed, there is much reason for optimism—including significant leasing transactions such as Time’s recent lease of 
approximately 700,000 RSF at Brookfield Place—we wonder whether it is too early to get excited about the data. For example, 
the companies in the TAMI sector tend to use space more efficiently with fewer traditional offices, which could mean that 
deals will be smaller going forward. It’s also unclear at this point whether the TAMI companies (particularly the technology 
companies) will look to real estate as a way to attract and retain talent, notwithstanding the cost. If so, that may mean that 
these companies are more apt to do bigger deals in order to expand in one location instead of spreading out over multiple 
locations. One thing is clear, however: the TAMI sector is hungry for space, and having absorbed Midtown South, it has set  
its sights on downtown. 

To EB-5 Or Not To EB-5?

The EB-5 program, through which foreign investors can invest as little as $500,000 in a project that will create at least 10 
jobs per investor, in exchange for a green card, has received rave reviews from developers and investors alike. It has been 
particularly popular in the hotel sector. Recently, however, it appears that the program’s popularity has become a problem: 
The approval process, which is run through the United States Customs and Immigration Services (USCIS), is complex and 
lengthy, taking 12-18 months to get a project approved. Without the approval, the developer cannot use funds put up by the 
investors. In the past, traditional banks have been wary of doing bridge financing for projects using EB-5 because, if a project 
does not get approved, then the bank is left to deal with a borrower who may not have the track record to start and complete 
the project. On the other hand, the long approval period from USCIS may prompt lenders to get off the sidelines and do bridge 
lending on projects that are likely to get off the ground. As a pure real estate play, if the collateral has value and the developer 
has a reasonable track record, what is keeping lenders on the sidelines? We will see how this bears out in the coming quarters.

Out & About

Real Estate partner Amol Pachnanda will address issues and opportunities in international leasing at the National Retail 
Tenant Association’s Annual Conference in Reno, NV, September 7-10. 

Cory Weiss will participate in a panel discussion on current and emerging issues in landlord-tenant law—including the 
practice of apartment hoteling—at the National Apartment Association Legal Symposium on August 1, 2014, in Phoenix, AZ. 
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The Hopper

In each issue of the Real Estate Bulletin, we include some of the New York State Assembly bills that landlords may want to keep 
an eye on. Here is our round up:

Bill no. A00454 defines, for purposes of the Mitchell-Lama housing projects, “essential services” which landlords, in limited-
profit housing companies, are obligated to provide and requires that any authorized maximum average monthly rental 
increase shall be conditioned on the continued maintenance of such defined services. “Essential services” include, but are not 
limited to, repairs, maintenance, and furnishing of light, heat, hot and cold water, telephone and elevator services, kitchen, 
bath and laundry facilities and privileges, as well as resident manager, superintendent and janitorial services, removal of 
refuse, park and recreation facilities, security safeguards, and community meeting facilities and nursery school rooms. It 
also provides that no increases shall be approved where there is certification that the dwelling is a fire hazard, has dangerous 
conditions detrimental to life or health or is occupied in violation of law. If essential services are not maintained or if a fire 
hazard or dangerous condition exists, a rent increase may be approved contingent on restoration of services or removal of 
unsafe conditions in a reasonably short and fixed time period. 

Bill no. A03209 removes the “immediate and compelling necessity” requirements upon a landlord, with regard to the 
landlord’s ability, in certain New York City apartments that are rent controlled, to recover possession of a housing 
accommodation for his own personal use and occupancy or for the use and occupancy of his or her immediate family. The 
elimination of the words “immediate and compelling necessity” lowers the burden of proof required for landlords to recover 
possession for their own use.

Bill no. A05177 relates to recovery of certain housing accommodations by a landlord, limits a landlord’s ability to take 
possession of units for their own primary residence, permits recovery of only one unit, and restricts such ability if the tenant 
has occupied the apartment for twenty or more years. This would eliminate a landlord’s ability to recover possession of 
multiple units in order to convert apartments into luxury units or the entire building into a personal house for landlord and 
thus, affords greater protection to tenants.

Bill no. A00555 prohibits the imposition of any surcharge for the installation or use of a tenant-installed appliance where the 
tenant pays for electric utility service (i.e., washer, dryer, dishwasher). Landlords would no longer be able to collect surcharges 
to account for increased wear on plumbing and/or increased utility costs because these costs are already taken into account 
when calculating rent.

Bill no. A02060 provides that an owner or lessor of a rent controlled or rent stabilized unit who commences an action in bad 
faith to recover possession on the grounds that it is not occupied as the tenant’s primary residence, shall be liable for the 
tenant’s court costs and attorneys’ fees in addition to an amount which is three times the monthly rent or actual damages. 
This aims to discourage landlords from commencing frivolous cases in an attempt to force tenants out of their apartments.
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Case-In-Point

The issue of short-term rentals in New York City continues to be a hot topic in the news and in the courts. Recently, Housing 
Court Judge Jack Stoller dismissed a holdover proceeding commenced against a tenant based on the tenant’s alleged breach 
of a substantial obligation of tenancy by subletting the apartment for periods of less than 30 days without consent of the 
landlord. In Gold Street Properties v. Freeman, the issue was whether the tenant had timely cured the default. Finding no 
evidence that the tenant had continued to rent out the apartment after the cure period, Judge Stoller found that the violation 
had been cured. While the post-judgment cure period set forth in the Real Property Actions and Proceedings Law applied to 
this unregulated tenancy, we believe that the situation would have been much different had this involved a regulated tenancy 
where the tenant had overcharged the sublet. When it comes to regulated tenants, landlords will have a strong argument that 
the tenant will not be entitled to cure, since the overcharge would be in violation of the rent regulations laws and contrary 
to public policy. While the application of the law in this area will continue to evolve, the bottom line remains the same—
landlords should be sure to monitor activity and remain on the lookout for various, multiple “visitors” (usually with luggage) 
gaining access to any particular apartment over a short period of time. If you have questions about New York City’s short-term 
rental law, please feel free to contact Cory Weiss.
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If you have questions about  
these or other real estate issues,  
please feel free to contact:

Shane O’Neill 
soneill@ingramllp.com
212-907-9605

Cory Weiss
cweiss@ingramllp.com
212-907-9626
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